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Australian Budget 


In his review of economic developments in Australia, 
presented when introducing to the House of Representa- 
tives the budget for 1959-60, the Commonwealth Treas- 
urer stated that 1958-59 had been a notable year for 
rural production and that the majority of industries 
had increased their output. Employment rose consider- 
ably and unemployment fell; residential construction 
was high; and there was considerable expenditure on 
factory plant. New funds raised by listed companies in 
the first nine months of the fiscal year 1958-59 amounted 
to £A 144 million, an increase of 72 per cent from 
the corresponding period in fiscal 1957-58. 

Foreign exchange reserves on June 30, 1959 were 
£A 515 million, a decrease of only £A 10 million from 
June 30, 1958, in contrast to the estimate at the begin- 
ning of the fiscal year 1958-59 of a decrease of more 
than £A 100 million. The fact that the decline in 
reserves was so much smaller than expected was due 
in part to a substantial inflow of private capital and 
some public borrowing abroad, and in part to an in- 
crease in exports. During the year, the ceiling for 
import licenses was raised from £A 800 million to 
£A 850 million, and discrimination between sources of 
supply was reduced; for more than 90 per cent of the 
goods obtained abroad, importers are now free to seek 
their requirements anywhere they choose. 

In the budget for 1959-60, total cash requirements 
(including debt redemption) are estimated at £A 1,682 
million, compared with actual disbursements of 
£A 1,585 million in 1958-59; cash receipts (including 
proceeds from loan issues) are estimated at £A 1,621 
million, compared with £A 1,555 million last year; the 
1959-60 cash deficit is therefore estimated at £A 61 
million. The most substantial increases among expendi- 
tures are in payments to or for the States and in the 
national welfare fund, which provides for significant ad- 
ditions to such benefits as old-age and invalid pensions. 

In discussing revenues, the Treasurer proposed a 
reduction of Is. in the pound on the rate of personal 
income tax. The effect on revenue of this reduction is 
estimated at £A 17.9 million in the fiscal year 1959-60 
(since the lower rate would not become effective before 
October 1, at the earliest) and at £A 20 million in a 


U.S. Development Loan Fund Agreements 
It was announced on July 10 that the U.S. Develop- 
ment Loan Fund (DLF) had signed an agreement to 


full year. Other proposals include an adjustment of the 
retention allowance to aid newly established companies; 
concessions to companies engaged in oil exploration in 
Australia; and a reduction of 1/2d. per gallon in the 
customs duty on gasoline. Increases were proposed for 
postal, telephone, and telegraph charges. Medical pre- 
scriptions, which formerly were free, are to cost 5s. per 
prescription, in order to keep the costs of pharma- 
ceutical benefits within bounds. 

“In brief,” the Treasurer said, “our policy, as ex- 
pressed in this Budget, is not aimed at giving any 
general boost to spending; we do not regard that as 
necessary at this stage. We have aimed rather at pro- 
viding, on the one hand, some carefully chosen incen- 
tives to effort and enterprise and, on the other hand, a 
degree of restraint on certain tendencies which, if they 
became too exuberant, could undermine stability. 

“For while expansion of the economy is our objective 
and while we have been prepared to take strong meas- 
ures and, at times, considerable risks to promote expan- 
sion, it is our belief that expansion must be founded 
upon a secure state of internal stability. As we all 
know, stability has two related aspects. One is the 
preservation of a balance between the demand for goods 
and services and the supply of these factors. The other 
is stability of prices and costs. It is obvious, for example, 
that our present rather fortunate external position and 
the relaxation of controls we have been able to achieve 
could be upset if demand for imported goods were to 
rise excessively, as it has done more than once before. 
It is obvious, again, that the present confidence in the 
bond market, which has helped us to raise larger loans, 
could quickly be destroyed if prices began to rise 
sharply. It is obvious that rising costs could throw the 
forward plans of industry all astray, retard the growth 
of exports, and, by forcing up public expenditures, set 
us heading not for tax reductions but for tax increases. 
The emphasis we continue to lay on the need for in- 
ternal stability is no mere platitude; it is a statement of 
reality learned from hard experience.” 

Source; Treasurer of the Commonwealth of Australia, 
Budget Speech, 1959-60, Canberra, Australia, 
August 11, 1959. 


lend $5.3 million to the Bataan Pulp and Paper Mills, 
Inc., a privately owned firm in the Philippines. The 
funds will be used to help establish a new plant to make 
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pulp from bamboo. This is the first loan made by the 
DLF directly to a private firm in the Philippines. Two 
loans have been made to agencies of the Philippine 
Government (see this News Survey, Vol. XI, p. 379 and 
Vol. XII, p. 10). 

The signing of a $2 million loan agreement between 
the DLF and the Chittagong Port Commission, a public 
agency in East Pakistan, was announced on July 10. 
The proceeds of the loan will be used to procure equip- 
ment needed for further development of the Chittagong 
harbor. 

The signing of an agreement under which DLF will 
lend $750,000 to the Livestock Trading Corporation, 
Ltd., a privately owned firm in Bangkok, was announced 
on July 17. The loan will aid in the establishment of a 
slaughtering and meat processing plant. It is expected 
that the products of the plant will be marketed not only 
in Bangkok but also in other countries in the Far East, 
and thus will add to Thailand’s foreign exchange 
earnings. 

Under an agreement signed on August 6, DLF will 
lend $500,000 to Sviluppo Agricolo Industriale Dell 
"Eritrea, a private firm in Ethiopia. The loan will be 
used to help establish a weaving mill near Asmara, 
Eritrea. 


Sources: Department of State, Press Releases, Wash- 


ington, D.C., July 10 and 17 and August 6, 
1959. 


Europe 


Prices in the United Kingdom 


The Treasury of the United Kingdom, in its recent 
Bulletin for Industry, states that, with expansion clearly 
under way, “a great deal turns on the continued mainte- 
nance of stable prices.” Price stability, in turn, depends 
on “how far the opportunity is taken to make such price 
cuts as are now possible.” The argument for price cuts 
advanced in the Bulletin is based on increased produc- 
tivity. With production higher than last year and em- 
ployment lower, there has been a marked rise in output 
per man in the industries covered by the index of 
production. In the first quarter of this year, output per 
man was 4 per cent higher than a year earlier. It is 
estimated that a similar rise occurred in the second 
quarter. Since wages have been relatively stable, and 
productivity has begun to increase in a number of 
industries, labor costs per unit of output must have 
fallen in these industries. 

The attitude in industry is not conducive to price 
cutting. Some domestic appliance manufacturers take 
the view that the opportune time to cut prices would 
be when the present appliance boom shows signs of 
coming to an end. The automobile industry engages 


more in competition in technical improvement than in 
price cutting. 

The Bulletin is optimistic on the general economic 
situation, stating that expansion is likely to continue as 
the full effects of the budget work through. So far, 
higher personal consumption has contributed most to 
the expansion, but it appears likely that there will be 
an increase in the total of fixed investment. Exports 
are on a rising scale, and a substantial surplus on cur- 
rent account in the balance of payments is expected 
for the year. 

Source: The Financial Times, 
August 19, 1959. 


U.K. Trade 


Imports of the United Kingdom during July, at 
£353 million, were £21 million above -the June -total 
Exports rose by £36 million, to £288 million, but they 
were less than in either April or May, and re-exports 
fell only slightly. The trade deficit of £56 million was 
£13 million below the June figure. 

Rising industrial activity and increased retail busi- 
ness led to the increase in imports. In the second quar- 
ter of the year, imports were some 414 per cent higher 
than in the first quarter. 


London, England, 


Source: The Financial Times, 


August 14, 1959. 


Dutch Foreign Exchange Policy 

Foreign exchange banks in the Netherlands have 
been authorized by the Netherlands Bank to engage in 
banknote arbitrage operations. They are permitted to 
buy or sell foreign means of payment from or to non- 
residents to the credit or debit of accounts held with 
them; and the import or export of the foreign means of 
payment involved is generally permitted. The export 
of means of payment which can be credited to an 
account in the country where it is legal tender is per- 
mitted, provided that this account can be used for 
current payments transactions. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 19, 1959. 


Economic Activity in Norway 


There was a moderate upswing in economic activity 
in Norway during the first six months of 1959, and it 
is expected that the improvement will be even more 
marked in the second half of the year. The greater 
activity has been due primarily to increases in the 
volume of exports and in the construction of buildings. 
The volume of exports in the first quarter of 1959 was 
4 per cent higher than in the same period of 1958, and 
in the second quarter the increase was even larger. The 
volume of buildings under construction was 10 per cent 
larger in January-May than in the corresponding period 


London, England, 
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of last year. Foreign exchange reserves have continued 
to grow, primarly because imports of ships have been 
financed, to a large extent, through foreign loans. The 
industrial production index for the first half of this year 
was 3 per cent higher than in the first half of 1958, the 
export industries showing an increase of 8 per cent and 
those producing for domestic use reporting an increase 
of 1-2 percent. At the end of July, about 7,000 persons 
were totally unemployed; this was 700 fewer than on 
the same date last year and 1,400 less than on June 30, 
1959. Registered unemployment corresponded to 0.5 
per cent of the total working population. 

Further substantial increases in production in the 
second half of 1959 appear likely. This prediction is 
based in part on the expansion of building activities, 
which should have a gradual impact on production. 
Heavier itivestments in industrial plants, machinery, and 
tools also are indicated. Moreover, foreign demand for 
Norwegian products will continue to grow. 

Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., August 20, 1959. 


Norway's Balance of Payments 


Preliminary figures for Norway’s balance of pay- 
ments in the first half of 1959 indicate that the deficit 
on goods and services account fell to NKr 370 million 
(US$51.8 million), from NKr 526 million ($73.6 mil- 
lion) in the first half of 1958. The improvement was 
due mainly to an increase of NKr 187 million in exports, 
excluding ships. Imports, excluding ships, increased by 
NKr 56 million, while imports of ships were NKr 50 mil- 
lion lower than in the first half of 1958. Net freight 
earnings amounted to NKr 1,360 million, an increase of 
only NKr 35 million (or 3 per cent) over the first half 
of 1958 in spite of a 9 per cent increase in the active 
tonnage. 

There was a considerable inflow of foreign capital, 
mainly in the form of net borrowing in connection with 
imports of ships, and net foreign exchange reserves in- 
creased by NKr 166 million, to NKr 2,590 million 
($362.6 million) at the end of June 1959. 


Source; Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 
Norway, August 19, 1959. 


Norwegian Loan in Switzerland 
The Norwegian company Elektrokjemisk has issued 
at 99 a Sw F 15 million (NKr 24.8 million) loan on 
the Swiss market. The loan is for 15 years and carries 
an interest rate of 4.5 per cent. 
Source: Norges Handels og Sjéfartstidende, Oslo, Nor- 
way, August 17, 1959. 


Compensation to Norwegian War Prisoners 
The Federal Republic of Germany has agreed to 
compensate Norwegians who were political prisoners 


during World War II. The Federal Republic has pledged 
to pay DM 60 million to the Government of Norway 
“for the benefit of Norwegian citizens subject to Nazi 
persecution.” The compensation pact is to be ratified 
by the respective Parliaments. The distribution of the 
funds will be determined by the Norwegian Govern- 
ment in consultation with various organizations of war 
prisoners. 


Source: Norwegian Information Service, News of Nor- 
way, Washington, D.C., August 20, 1959. 


Development Bank in Portugal 


A Development Bank has been established in Portu- 
gal to promote the expansion of industry and agriculture. 
Its capital is Esc 1 billion (nearly US$35 million), of 
which 70 per cent will be provided by the Government 
and 30 per cent by private investors. It will operate 
both in Portugal and in Portuguese overseas territories, 
especially Angola and Mozambique. The Bank will 
extend primarily medium-term and long-term loans; in 
certain cases, it may take up direct participations in 
enterprises without, however, acquiring a controlling 
interest in any undertaking. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 8, 1959. 


Export-Import Bank Loan fo Spain 

Credits of $17.6 million from the Export-Import 
Bank of Washington to assist two Spanish chemical 
manufacturing groups in the, purchase of U.S. equip- 
ment for the construction of fertilizer plants were 
announced on August 25. These credits are part of 
the $30 million line of credit extended by the Bank to 
assist Spain in its stabilization program (see this News 
Survey, Vol. XII, p. 41). 

A credit of $10 million has been granted to Refineria 
de Petréleos de Escombreras, S.A., which is owned 
jointly by the government agency, Instituto Nacional 
de Industria, and two private companies, Compaifiia 
Espafiola de Petréleos, $.A., and Caltex Oil Products 
Company, Ltd., of New York. The second credit, 
$7.6 million, has been granted to Abofios Sevilla, S.A., 
owned by Union Espafiola de Explosivos, S.A., and 
Sociedad Ibérica del Nitrogeno, both private companies. 
The loan to Escombreras is to be guaranteed by the 
Government of Spain, and that to Abofios by the 
Banco Urquijo and the Banco Hispano Americano. 
Both loans are repayable in 18 semiannual install- 
ments beginning in June 1963. 

The funds will assist the companies to carry out 
construction programs, which amount to about $35 
million for Escombreras and $27 million for Abofos. 
In addition to the direct costs of industrial equipment 
and materials, the credits will cover engineering and 
other technical services, freight, and insurance. 
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Additional supplies of fertilizer are needed in Spain 
to expand the production of food for domestic use as 
well as for export. Because of the lack of adequate 
domestic capacity to manufacture fertilizer and the 
shortage of foreign exchange for purchases of larger 
amounts abroad, Spain has been using smaller amounts 
of fertilizer per hectare than are used in other countries 
in Western Europe. 

Source: The Export-Import Bank of Washington, 
Press Release, Washington, D.C., August 25, 
1959. 


Italian Investments Abroad 

The Italian Ministry of Foreign Trade has announced 
that, without prior approval of the authorities, Italian 
companies may freely take up participations in foreign 
companies and purchase foreign shares, provided that 
such investments are in the same lines of business as 
those of the investing firms and are intended to facili- 
tate the expansion of the firms’ activities abroad. This 
measure was made possible by the improvement in 
Italy’s foreign exchange position. For purely financial 
investments, official authorization will still be required. 


Sources: 24 Ore and Il Sole, Milan, Italy, August 8, 
1959. 


Industrial Production in lialy 


The improvement in industrial production in Italy 
that had begun in the latter part of 1958 seems to 
have continued in 1959. The index of industrial output, 
compiled by the Central Institute of Statistics, was 7.2 
per cent higher in the first half of this year than in 
the corresponding period of 1958. Among the various 
industrial sectors, there were increases of 5.2 per cent 
in mining, 7.5 per cent in manufacturing, and 4.9 per 
cent in electricity and gas. Within the mining sector, 
expansion was particularly marked for coal (29 per 
cent) and liquid and gaseous fuels (10.3 per cent). 
In manufacturing, the highest percentage increases 
were for chemicals (16.4), hides and leather (12.7), 
oil and coal (12.3), timber (9.1), rubber (7.1), tex- 
tiles (5.4), and engineering products (3.4); output of 
iron and steel decreased by 1.7 per cent. 


Source: 24 Ore, Milan, Italy, August 22, 1959. 
New Austrian Treasury Certificates 


In order to improve its cash position, the Austrian 
Ministry of Finance has been issuing only three-month 
treasury certificates and placing them with the Austrian 
credit institutions (primarily the commercial banks). 
Recently, however, the Government decided to issue 
two new types of medium-term government securities, 
which are designed to close the gap between short- 
term treasury certificates on the one hand and long-term 
federal government bonds on the other. The new issues 
will be one-year and three-year certificates. 


The rate of interest on the three-month certificates 
has been 4% per cent, paid in advance. For the one- 
year certificates, the interest rate will be 4%4 per cent, 
and for the three-year certificates, 5% per cent; both 
will be payable half yearly, in subsequent periods. 

The issue of medium-term treasury certificates is 
regarded as another step in the development of an 
active money market in Austria. The first step was the 
Federal Law of March 18, 1959, under which short- 
term and medium-term debentures of domestic credit 
institutions were exempted from the securities tax. 
(Prior to the passage of the law, this tax had been an 
obstacle to the issue of such debentures.) The new 
medium-term treasury certificates will enable the Gov- 
ernment to consolidate its short-term debt and will 
provide the banks with medium-term investment oppor- 
tunities. The certificates will be quoted on the Vienna 
Stock Exchange, and it is expected that they will be 
purchased by the general public, as well as by banks. 
The authorities intend to adapt the interest rate of the 
certificates to the current market situation, thus pur- 
suing an elastic money market policy. 
Source: Osterreichische Nationalbank, 

Vienna, Austria, July 1959. 


Balance of Payments of Greece 


The Greek trade deficit in the first six months of 1959 
was $20 million less than the deficit in the same period 
of 1958, despite a fall in exports, from $113 million 
to $99 million. Payments for imports decreased to 
$220 million, from $254 million in the first six months 
of 1958, with most of the decline occurring in imports 
of the private sector. Net receipts from services and 
emigrants’ remittances this year were about the same 
as in the first half of 1958. The inflow of private 
capital (other than that guaranteed under the Invest- 
ment Law of 1953) increased from $14 million in the 
first half of 1958 to $22 million in the corresponding 
period of 1959. It is believed that most of the inflow 
consisted of capital belonging to Greek nationals resi- 
dent abroad and that it is being invested in building 
in Greece. Trade credits from abroad, which have 
been an important item in financing the balance of 
payments deficit in recent years, declined by $2 million 
in the first half of 1959, in contrast to an increase of 
$14 million in the first half of 1958. 

U.S. aid was used to the extent of $20 million in the 
first six months of this year; this, together with credits 
from the liquidation of EPU balances, some repayment 
of loans, and a decline in clearing balances, resulted 
in an increase of $26 million in gold and hard cur- 
rency assets. 


Mitteilungen, 


Source: Economikos Tachydromos, Athens, Greece, 
August 20, 1959. 
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Middle East 


Cotton Sales and Foreign Trade of the Sudan 

Chiefly because of the more flexible price policy 
adopted in January and the efforts to introduce Suda- 
nese cotton to new markets, all of the Gezira Board 
cotton crop for 1958-59, estimated at 462,000 bales 
(420 pounds per bale), together with a carry-over of 
258,000 bales, has been sold. Most of the crop, how- 
ever, went to the traditional buyers. Shipments to the 
United Kingdom in the period from January 1 to 
July 17 amounted to 188,661 bales, compared with 
105,186 bales in the same period in 1958. Shipments 
to India increased from 51,381 bales to 76,194 bales, 
to West Germany from 37,641 bales to 65,317 bales, 
to France from 28,948 bales to 50,367 bales, and to 
Italy from 9,692 bales to 48,298 bales. 

The Sudan had a foreign trade surplus of LSd 8.7 
million during the first five months of 1959, in contrast 
to a deficit of LSd 5.0 million during the same period 
in 1958. Exports increased from LSd 23.2 million in 
the five-month period in 1958 to LSd 26.0 million this 
year, while imports fell from LSd 28.2 million to 
LSd 17.3 million, owing to the drastic import restric- 
tions in force. Although these restrictions have been 
relaxed recently, no great increase in purchases abroad 
is foreseen in view of the higher customs duties intro- 
duced in July. 


Source: Middle East Economic Digest, London, Eng- 
land, August 21, 1959. 


Annual Report of National Bank of Libya 


In its third annual report covering the year ended 
March 31, 1959, the National Bank of Libya reports 
that its liabilities increased during the year by L£2.3 
million (11.2 per cent), to L£20.5 mi'lion. Government 
deposits rose from L£4.8 million to L£6.3 million and 
currency in circulation from L£7.2 million to L£8.0 mil- 
lion, while private demand and savings deposits declined 
from L£4.2 million to L£4.0 million. Foreign assets 
increased by L£2.5 million, to L£19.8 million, while 
loans and discounts remained low. 

The report notes that the level of prices in Libya 
rose somewhat during the year, primarily as a result of 
higher prices for locally produced items and an increase 
in customs duties on most luxury items. Wages rose 
under the impact of competition for labor by the two 
foreign air bases and by oil companies prospecting in 
Libya. 

Source: National Bank of Libya, Third Annual Re- 
port of the Board of Directors, Year Ended 
March 31,1959, Benghazi, Libya, June 1959. 


Iraq Trade Agreements 


A trade agreement signed on July 24 by Iraq and the 
People’s Republic of Korea provides for the setting up 
of trade missions in each country and for the exchange 
of Iraqi dates, barley, wool, hides and skins, oilseeds, 
and oil products for Korean chemical products, machin- 
ery for irrigation, glass, silk fabrics, and other products. 
Some of the trade will be on a barter basis. An agree- 
ment signed by Iraq and Albania on July 28 provides 
for the export of Iraqi cement, oil products, cotton 
textiles, and dates. Agreements on cultural coopera- 
tion have also been signed between Iraq and each of 
the two countries. 


Sources: The Iraq Times, Baghdad, Iraq, July 25 and 
29 and August 6, 1959; Middle East Eco- 
nomic Digest, London, England, August 14, 
1959. 


Far East 


India’s Commission for Development of Petroleum Resources 


A bill to provide for the establishment of a commis- 
sion for the development of petroleum resources, and 
for the production and sale of petroleum and petro- 
leum products subsequently produced, was introduced 
in India’s Lok Sabha (House of the People) on Au- 
gust 12. The bill is intended to give increased powers 
to the Oil and Natural Gas Commission, which was 
constituted in 1956 as a government department. 

Expenditures of the Oil and Natural Gas Commission 
on oil exploration rose from Rs 8 million (US$1.7 mil- 
lion) in 1956-57 to Rs 21 million ($4.4 million) in 
1957-58 and to Rs 28 million ($5.9 million) in 
1958-59. Thus far in the current year 1959-60, the 
expenditure has been Rs 65 million ($13.7 million), 
and it is estimated that another Rs 60 million ($12.6 
million) will be required by the end of the year to 
meet the capital needs of the Commission. 

Source: Information Service of India, Indiagram, 
Washington, D.C., August 14, 1959. 


Operations of National Agricultural Credit Funds in India 
Data on the two National Agricultural Credit Funds, 
which were established in 1956 by the Reserve Bank 
of India under terms of Sections 46A and 46B of the 
Reserve Bank of India Act, show that at the end of 
June 1959 the Long-Term Operations Fund had 
Rs 300 million to its credit and the Stabilization Fund 
had Rs 40 million. During the year 1958-59, a total 
of Rs 59 million was approved from the Long-Term 
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Operations Fund to the State Governments as a con- 
tribution to the share capital of cooperative credit 
institutions, and Rs 45 million was approved as 
medium-term loans to the State Cooperative Banks; 
the respective amounts sanctioned in 1957-58 were 
Rs 60 million and Rs 77 million. No occasion has so 
far arisen for drawing upon the Stabilization Fund. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, August 1, 1959. 


Trade Agreement Between India and Afghanistan 


According to letters exchanged on August 11 between 
representatives of India and Afghanistan, a new one- 
year trade agreement became effective as of July 21. 
This replaces the earlier agreement which expired on 
July 21. The new agreement will be automatically 
extended for a further period of one year unless either 
of the contracting parties gives notice to the contrary 
two months prior to its expiration date. The two 
Governments have agreed that facilities will be afforded 
to registered importers for the import into India of 
dried and fresh fruits, asafoetida, cumin seeds, inedible 
animal and vegetable crude materials, and medicinal 
herbs from Afghanistan; and for the import into Af- 
ghanistan of cotton and woolen textiles, tea, coffee, 
chemical products, soaps, engineering and electrical 
goods, rubber manufactures, and other goods from 
India. These facilities are intended to strengthen and 
streamline the traditional trade between the two coun- 
tries, which is financed by traders in Indian rupees. 
In addition to the customary payment and trading 
channels, it has been agreed that a special self-balancing 
account will be opened by the Afghanistan Bank with 
the State Bank of India. A feature of the agreement 
is the understanding between the two delegations on the 
measures necessary to achieve a trade balance between 
the two countries, within the framework of their respec- 
tive import, export, and foreign exchange regulations. 
It has also been agreed that the Government of India 
will afford facilities for the export of Afghan goods 
through India to other countries. 

The two Governments will consult with each other 
periodically to review these arrangements with a view 
to improving upon them to their mutual advantage. 


Source: Information Service of India, Jndiagram, 
Washington, D.C., August 13, 1959. 


Rice Exports from Thailand 


Exports of rice from Thailand in the first six months 
of 1959 amounted to about 552,000 metric tons, which 
was about 153,000 tons, or 22 per cent, less than in 
the corresponding period of 1958, and about 128,000 
metric tons, or 19 per cent, below the 1954-58 average 
of 680,000 metric tons. 


Indonesia, which had purchased 114,000 metric 
tons of Thai rice in the first six months of 1958, bought 
no rice from Thailand in the first half of 1959. Singa- 
pore, the largest purchaser in the first half of 1959, 
bought less than in the same period in 1958. Purchases 
by Malaya, the second in importance, increased from 
74,000 metric tons to 85,000, whereas those of Hong 
Kong decreased by 21,000 metric tons, to 72,000 
metric tons. Exports to Japan in January-June were 
67,000 tons, compared with 34,000 tons in the first 
half of 1958. Japan has contracted to buy 80,000 tons 
of Thai rice this year. Rice shipments to Western 
Europe were considerably less in the first six months 
of 1959 than in the corresponding period of 1958, 


TENTH ANNUAL REPORT ON EXCHANGE RESTRICTIONS 


The most important single achievement of the postwar 
period in the field of exchange restrictions took place at 
the end of 1958, when external convertibility of the major 
European currencies was established; in early 1959, other 
countries adjusted their exchange control regulations to 
the new conditions. The wide impact of this move to 
external convertibility is discussed in this Report, the 
tenth in the series prepared in accordance with Arti- 
cle XIV of the Fund Agreement. A major factor behind 
the move was that, in general, the industrialized countries 
gained in strength both economically and financially and, 
with the exception of the United States, added appre- 
ciably to their gold and dollar reserves. Most of the less 
developed countries continue to experience difficulties, 
but several are putting into effect comprehensive stabili- 
zation programs which include the simplification of their 
exchange systems. The Report considers the immediate 
effects of this concerted move and what impact it may 
be expected to have on the restrictions that remain. It 
also points out that during the period under review con- 
siderable further progress was made in the substitution 
of unitary exchange rates for multiple currency practices, 
and that there was a general decline in the number of 
bilateral payments arrangements between Fund member 
countries. 

The second part of the Report consists of country 
surveys describing the exchange systems of all Fund 
members and of six nonmember countries: the basic 
exchange rates, the nature of the exchange system, the 
authorities that administer the controls, the arrangements 
that apply to settlements with other countries, the opera- 
tion of the accounts of nonresidents, and the require- 
ments affecting settlements for imports, exports, invisibles, 
and capital transactions. Each survey. concludes with 
a chronological listing of the more significant changes in 
exchange practices that took place during 1958 and in 
early 1959. Where the exchange rate system is not 
uniform, a table of exchange rates is provided. 

The Report is available without charge. Address re- 
quests to 

The Secretary 
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but those to the Near East and Africa increased 
substantially. 


Source: Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., August 17, 
1959. 


Japan's Foreign Exchange Reserves 

Japan’s official foreign exchange reserves increased 
by $96 million during July, to $1,201 million. The 
increase includes $70 million worth of gold which had 
been confiscated by the Occupation Forces and was 
recently returned to the Bank of Japan. The gold will 
be used for payment of part of the increase in Japan’s 
quota in the International Monetary Fund. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
ren AMBUS, 12, LISI canara 


Foreign Investment in Japan 


Effective from July 21, 1959, “conditional approval” 
of applications for foreign investment in Japan may 
be obtained under the Foreign Investment Law. For 
investments approved under this law, the remittance 
of principal and profits is guaranteed. “Conditional 
approval” means that the Government can temporarily 
defer remittance if balance of payments conditions 
require. Until July 21, remittance was unconditionally 
guaranteed for all approvals granted under the law. 
It was felt, however, that the inability to give a con- 
ditional guaranty tended to make the authorities apply 
stringent criteria in screening applications for invest- 
ment from abroad. 

Also effective from July 21, applicants for foreign 
investment in Japan can obtain “remittance approval 
(prior designation system)” under the Foreign Ex- 
change Control Law. If the applicant obtains “desig- 
nation” from the appropriate Minister at the time of 
acquiring equity or concluding technical assistance 
contracts, the remittance of earnings or principal will 
be automatically approved, subject to the condition 
that such approval may be suspended if Japan’s external 
payments situation so requires. 


Source: Bank of Tokyo, Weekly Review, Tokyo, Japan, 
August 17, 1959. 


United States and Canada 


U.S. Treasury Bill Rate 


The demand for short-term funds in the United 
States has become increasingly strong, and has been 
reflected in a sharp rise in the U.S. Treasury bill rate. 
The August 24 issue of Treasury bills sold at a price 
equivalent to an average yield of 3.8 per cent, the 
highest since the 4.3 per cent rate in March 1933. For 


bills sold on August 17, the yield was 3.4 per cent. 
In the three weeks ended August 24, the Treasury 
asked for an additional $600 million in new funds, 
in addition to refunding maturing securities. Other 
factors in the recent tightening in the short-term market 
include the seasonal withdrawal by automobile com- 
panies of funds from the short-term money market and 
higher yields on Canadian bills. Since the Congressional 
decision to postpone until next year action on the 
request of the Administration to raise the interest rate 
ceiling on long-term bonds, investors realize that 
Treasury demand will be limited to short-term issues, 
with increasing strain upon the supply of funds in the 
short-term market. 


Source: The Wall Street Journal, New York, N.Y., 
August 25, 1959. 


Consumer Prices in the United States 

The index of consumer prices in the United States 
reached a new high figure of 124.9 (1947-49 = 100) 
in July. About one fourth of the increase from the 
June figure is attributed to state and local sales taxes. 
Among the items for which price increases were 
reported are foods, clothing, used automobiles, rents, 
gas and electricity, automobile insurance rates, and 
medical care. Declines occurred in the prices of new 
automobiles, gasoline, and home furnishings. 

As a result of the rise in the index, some one million 
workers, whose contracts call for wage adjustments 
based on increases in the consumer price index in the 
past three months, will receive a wage increase of two 
cents per hour. These workers are in the automobile, 
farm equipment, and aviation and electrical equipment 
industries. 

Source: The Wall Street Journal, New York, N.Y., 
August 24, 1959. 


Canadian Exchange Rate and Discount Rate 

The exchange value of the Canadian dollar declined 
from the high of US$1.0523 reached on August 17 
(see this News Survey, Vol. XII, p. 64) to US$1.0497 
on August 21, and then rose a little, to US$1.0506, on 
August 24. The discount rate of the Bank of Canada 
was reduced from 6.41, per cent on August 13 to 6.29 
per cent on August 20, following a decline in the yield 
on Treasury bills from 6.16 per cent to 6.04 per cent. 
A number of bids for Treasury bills were not accepted 
by the Government since they involved too high interest 
rates, and the amount of new bills sold on August 20 
was only $103.5 million, instead of the $115 million 
originally offered. It was stated that the amount of 
bills to be sold on August 27 would be reduced to 
$95 million, and that the Government would rely to a 
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greater extent on its accumulated bank balances for its 
financing requirements. 


Sources: The Wall Street Journal, August 21, 1959, 
and The Journal of Commerce, August 24 
and 25, 1959, New York, N.Y. 


Latin America 


Foreign Trade of Peru 


The value of Peru’s exports in the first six months 
of 1959 was $133.4 million, about the same as in the 
first six months of 1958 ($133.7 million). The value 
of imports, however, declined sharply—from $177.9 
million in January-June 1958 to $143.3 million in the 
same period this year. The trade deficit was therefore 
reduced from $44.3 million to a little less than $10 
million. 


Source: Banco Continental, News Letter, Lima, Peru, 
August 13, 1959. 


Income Tax Revenue in Brazil 


Income tax revenue in Brazil in 1958 amounted to 
Cr$33.5 billion, an increase of 17.1 per cent over 
revenue in 1957. Of the 1958 total, 81 per cent was 
from the three states with the greatest degree of indus- 
trialization. Revenue in Sao Paulo amounted to 
Cr$13.1 billion, in the Federal District of Rio de 
Janeiro to Cr$11.1 billion, and in Rio Grande do Sul 
to Cr$2.9 billion. Estimates for 1959 indicate that 
revenue from income taxes will increase to Cr$44 
billion. 


Source: Brazilian Government Trade Bureau, Brazilian 
Bulletin, New York, N.Y., August 1, 1959. 


Uruguayan Exchange System 

The Government of Uruguay issued a decree on 
July 28 modifying the effective exchange rates for most 
meat exports. As of the end of July, 42 per cent of the 
proceeds of exports of most meat and meat products 
may be sold in the free financial market, and the 
remainder in the free commercial market at Ur$4.1 per 


U.S. dollar. With the quotation in the free financial 
market at the end of July at Ur$10.6 per U.S. dollar, 
the effective export rate is Ur$6.8 per U.S. dollar. 
Previously, meat exports received several rates ranging 
from Ur$5.3 to Ur$6.5 per U.S. dollar. 

The exports specified in the decree are frozen and 
chilled beef, preserved meat, meat extracts, and sub- 
products of the meat packing plants. In 1958 these 
exports amounted to about US$13.5 million, or 10 per 
cent of total Uruguayan exports, and constituted more 
than 90 per cent of all meat exports. In addition, the 
Government must establish by the end of August new 
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exchange regulations for other meat exports, which 

include frozen lamb and salted beef. 

Source: El Bien Publico (Weekly Airmail Edition), 
Montevideo, Uruguay, August 4, 1959. 


Other Countries 
Economic Developments in South Africa 


In addressing the ordinary stockholders of the South 
African Reserve Bank, the Governor, Dr. M.H. de Kock, 
said that continued substantial increases in gold output 
and in government capital expenditure were among the 
main factors that had prevented a general recession in 
South Africa, Another factor was a net capital inflow 
of £69 million during the 18 months ended June 30, 
1959; this contrasted with a net outflow of £20 million 
during the calendar year 1957. There had been some 
increase of unemployment, but other measures of eco- 
nomic activity had indicated substantial expansion. 
Dr. de Kock stated that improvement in the prices of 
those primary products which had fallen most in 
1957-58 is now evident, and South Africa has begun 
to feel the full benefit of these higher prices and 
increased demand. 

The Financial Times, London, 
August 13, 1959. 


Source: England, 


Belgian Congo Discount Rate 

The Central Bank of the Belgian Congo has raised 
its basic discount rate (i.e., the interest rate on the 
discount of accepted bills domiciled with banks) from 
3.75 per cent, the rate which had been in effect as of 
last January, to 4.50 per cent per annum. All other 
discount rates charged by the Bank have also been in- 
creased by 0.75 percentage point, except the rate on 
bank acceptances financing exports, which remains 
unchanged at 2 per cent per annum. 
Source: Agence Economique et Financiére, Brussels, 

Belgium, August 4, 1959. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 
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